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MANAGRMENT REVIEW OF THE
AGENCY DISPOSAL OF PROPERTY

1. PROBLEM

To determine whether the Agency disposal of property i effectively controlled and properly
documented and the need of management for a consolidated central record of information on
all disposal transactions Agency-wide.

2. PROBLEM DELIMITATION

This mapagement review concerns only personal property, bereinafter referred to as prop-
arty, and does not involve real property. No effort has been made to review the activities of
25X1A propristaries, suchs which may caxrry out transactions amounting to disposal of
spacific items or categories of property. lmplementation of a recommendation contained in
this review concerning revisioms of procedural inatructions will involve coordination with
DD/P elements. In accordance with preliminary discusgions, however, representatives of
DD/P were not contacted in connection with this review.

3. BACKGROUND

a. Under the terms of Agency regulations, certain broad suthorities have been extended to
field stations and bages for the dispossl of property without instructions or approval
from headquarters. These regulatory authorities are applicable primarily to the
disposal of unserviceable property, defined in] |as that property which 1s25X1
uaserviceable and uneconomically repairable, and also that which has been condemued
or compromised. Extracts from Agency regulatory material relevant to property
disposal suthorities and controls are included under Attachment 1.

b. The regulatory suthoriiies are limited in thet they do not apply generally to the disposal
of all categories of property, and headquarters instructions or approval are required
by regulation prior to disposing of the following: oEX 1

{1) Excess property, defined in |as that which is excess to the needs of a
station or base, or that which is economically repairable and on which repairs
eaanot be sccomplished in the immediate area.
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{2) Motor vehicles and regulated items, unless they have been condemned or
compromised.

The regulatory limitations on disposals may be waived, however, under the provisions
of | | by delegating authority to specific field stations and bases
for disposal of excess property, motor vehicles, and regulated items. Over the years,
considerable use has been made of the delegation of authority mechanism and some ex-
amples are included under Attachment 2. As shown by the examples, the Chiefs of the
| [Stations have comprehensive authority, beyond that

provided by the regulations, to dispuse of excess property and various regulated com-
modities. Examples of broader authorities, as to the number of stations invelved, are
those delegated to all Far East statlons for disposal of motor vehicles and window-type
air conditioners,

DISCUSSION

In the light of the background examination of regulatory provisions and delegations of
authority, it is apparent that the Agency trend has been toward a decentralized property
disposal program. A simllar trend is reflected in property procurement policies, pro-
cedures, authorities, and responstbilities. Although the trend has been in this direction,
complete decentralizstion has not been reached and, from a logistics standpoint, there
are basically two disposal transaction and information systems now in effect. A summary
chart description of the two systems and supplemental detailed information are uw!uded

in Attachment 3.

‘The decentralized system has been developed under controls and constraints established
in regulstions and delegations of suthorities. It i3 applicable to certain kinds of property
disposale and is in full effect only at Type I and Il property account installations. In-
formation of a logistics nature which identifies the material disposeé of normally remains
&t the field installation concerned,

A centralized system exists to the extent that the Office of Logiatics is cognizant of all
disposal transactions at headquarters, | | and Type Il property account
instailations tmd also of some property disposals at Type II
Installations . With one notable exception, however,
information available or rendered to the Office of Logistics under the centralized system
le not compiled in a central flle or record. The exception is motor vehicle disposals.

[ specifies that "the Office of Loglstics shall maintain the official record of
motor vehiicles. " Accordingly, data on all motor vehicle disposals, Agency-wide, are
channeled centrally to the Office of L gistics and are maintained in centralized motor
vehicle files in the Supply Division.
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In summary, a substantial segment of disposal transactions may be authorized unilat-
exally in the fleld and recorded information concerning the transaction often remains
in the field under the decentralized concept. Accordingly, the Office of Logistics
directorate has expressed a positive management need for a consolidated central
record of property disposals which will serve as the basis for periodic ﬁalyjes of
dispoeal transactions Agency-wide by materiel category.

In this connection, the Office of Finance has procedures in effect whereby information

on the dollar value of property transactions Agency-wide is compiled centrally in that
Office and is used in preparing a dollar analysis each fiscal year on the "Inventory
Activity of Personal Property. " A portiog of this analysis pertains to dispositions of
property, and extracts from the pertinent portion of the FY 1968 analysis are include X1
#s Attachment 4. The feeder information is received by the Office of Finance under
financial property accounting procedures contained in | I

|. The feeder information received and the

resulfant analyses arg concerned primarily with dollar amounts "at the curreat carrying
value” and do not identify disposals by materiel category. This ceatralized infommﬂon
system has been specifically designed for, and ie undoubtedly of value to, Agency finan

¢lal management. In its preeent state, however, it does not have application to property
disposal from a logistics management standpoint,

During the course of this study, a series of meetings and discussions were held with
representatives of other Agency components and Office of Logistics elements having
support aund control interest in the areas of property management and accounting and
procurement planning, as well as property disposals. Discusstons were sought with
individuals having 8 sufficient depth of firsthand experience in one or more of these
areas to provide a competent opinion as to whether improved procurement planning,
stock management, and property control might be a corollary of maintaining a con-
golidated central record of dieposals. The identity, by component, of all individuals
contaeted is Usted in Attachment 3. Opinions received during these discussions were
unasbmous in that none c¢uld identify or foresee any positive improvement to be realized
within their respective areas of expertise and endeavor by having access to such a
record. Following are highlights of other related information obtained from the
ciscussions:

(1) The Audit Staff, Office of the Inspector General, representatives could not sub-
stantiate any need for consolidated disposal records despite the fact that they were
advised that the Inspector General has suggested such records as a very useful tool.
A copy of the luspector Genersl's memorandum on this matter {g included as
Attachment 6. Further, the suditors believe that field officials, overall, are
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acting with integrity in authorizing disposals unilaterally and in maintaining
proper documentation when disposal transaction information remains in the
tield. In general, they feel that the decentralization of disposal authority is
working well, and that the trend toward expausion of this concept should con-
tinue,

The Chief, Accounts Division, Office of Finance, agrees that a consolidated
record of disposals by materiel category should prove useful to logistics man-
agement, He sees no specific need for such a record for the Office of Finance,
Rowever, since that Office already has a ceatralized information system on dis-
posal dollar values which fulfills financial management needs (paragraph 4.e.
above). Further, he offered to assist the Office of Logistics by expanding the
present Office of Finance centralized information procedures so as to obtain
additional specific date on disposals as to materiel category and condition of
the property. This proposal was explored in gresater depth with another repre-
sentative of the Accounts Division and a member of the Policy and Planning Staff,
Office of Finance. It was agreed that the expahsion could be carried out, but, to
do so, would impose a completely separate information gathering and flow system
on the Office of Finance, for which it has no specific need.

As a regult of the Inspector General's reaction (Attachment 6), there has been
eonsiderable discussion and some internal correspondence within the Office of
Communications concerning 2 consolidated record of disposals. Basically, that
Office considers such a record to be an after-the-fact approach and questions the
value versus cost and effort to compile such a record. Improved equipment pro-
gramming is believed, by the Office of Communications, to be a better approach.
As envigioned, such an improvement program will result in the disposal of obso-
lescent equipment in a timely and orderly manner. This, in turn, will preclude
the prevalent tendency to hoard cutmoded communications gear and accumulate
{nventories larded with "junk. " The Office of Communications contends that it 1s
the spasmodic and occasionally drastic purges of these accumulations which draw
reactions such as that of the Inspector General. This viewpoint is considered
commendable insofar as ensuring that specialized equipment with a high obso-
lescence rate is retained only for such time as its use is advantageous to the
Agency in comparison to newly developed, more sophisticated equipment. It will
not serve as the approach to the distinct management problem at hand, however,
in determining that property disposals Agency-wide are effectively controlled and
properly documented.

. Discussions with Supply Division, Office of Logistics, representatives wexe

carried through on a continuous basis during this review due to the primary role
and extensive flrsthand experience of that Divisios in the field of propexty disposal.
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Essentially, the opinions expressed by the Supply Division representatives are
the same as those of the auditors. They belfeve that the decentralized authority
is exercised with integrity and that disposal transactions, including those author-
ized unilaterally in the field, are effectively controlled and properly documented
in accordance with applicable regulations and delegations of authority.

{5) During these discussions, the Supply Division was advised that the Office of

Loglstics directorate has taken a positive management position on the need for
a comsolidated central record of disposals. This position remains unchanged
despite an absence of expressed interest on the part of other Agency components.

 Rurther, it is expected that this record be maintained in such manoner that sum-
mary analysis reports, similar to that outlined in Attachment 7, will be produced

~ mat less than annually by the Supply Division for such use as the Office of Logistics
directorate deteymines appropriate.

? (6) As evidenced by the memorandum In Attachment 8, the Supply Division is consid-
¢ ... _srably less than enthusiastic concerning the potential value of the central record
_—_""and the periodic analysis reports. The possibility of DD/P resistance is also
/ pointed out; particularly to an information system which would require field in-
stallations to compile and submit additional feeder repoxts on disposals. To
minimize the possibility of such DD/P resistance, the Supply Diviston proposes
an alternative (paragraph 2, Attachment 8) whereby Agency installations would
be required to submit only a copy of the documentation pertinent to each digposal,
The documentation copies received would then be used by the Supply Division in
compiling the consolidated central record.

(7) 'This alternative is considered to be the better approach. Attaining the results in
this manner, however, will levy some additional workload on the Supply Division,
estimated to be equivalent to one man-year. This additional work will actually be
dispersed among several employees, and the Supply Division expects that it will
be necessary to accomplish this work with existing personnel strength.

25X1 (8) | | which will require procedural instruction changes to imple-
ment the flow of feeder documentation are also identified by the Supply Division
(paragraph 1, Attachment 8). As a prelude to changing the handbook instructions,

it may be well to consider the possible advantage of establishing a regulatory base

for the consolidated central disposal record similar to that which formulated the

basis for the central motor vehicle record| | 25X1
A brief regulatory responsibility statement could specify to the effect that the

Office of Logistics shall maintain the official record of Agency disposals. Any
changes required in procedural instructions could then be issued under this

regulatory charter with minimal resistance and concurrence problems.
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(9} The possibility of cbtalning disposal information from all Agency Installations
usder planned automated dats feeder subsystems of the Support Information
Processing System (SIPS) was discussed with the Planning Staff representative
(Attachment 5) who is coordisating on the Office of Logistics aspects of this
systom. In his opinios, data flow on disposal transactions and & central record
san eventuslly be astablished under SIPS as installations Agency-wide are gradu-
ally phased iato that system. This is looking far ahead into the future, however,
and there is no tmmediate, practical alteraative to the traditional methods de-
scribed in this review for collecting feeder information op disposals from Agency
installstions.

6. CONCLUSIONS

a. On the basis of assurances and confirmation obtained from the Audit Staff, Gffice of
the Inspector General; Accounts Division, Office of Finance; and Supply Division,
Office of Logistics, it is concluded that the Agency dispasal of property is, ia general,
sffactively controlled and properly documeated under both the centralized and de-
centralized authorizing systems now in effect.

b. Although these assurances are eacouraging, Office of Lagistics management does not
have a central source of information whereby either the overall scope and volume of
property disposals can be determioed or snslyses made of such pertinent logistics
factors a8 the materiel category, condition, method, valuation, and locale of such

J
diepossle Who?
¢. A comsolldated central record of disposal Information and yses to be derived

from this ixformatics will fulfill & positive need of Office of Logistics management in
carrying out its respossibilities concerning property procurement and inventories, as
wsll as dispositions.

4. WhenOffice of Logistics management has determined, through experience, that the
consoltdated central record has heen perfected to the point that it will serve as an
effective monitoring mechantsm for disposals Agency-wide, consideration and study
should then be directed toward the feasibility of an orderly expansion of the deceny |
txalized system for suthorizing disposals. W A A e et ¢

N )

7. RECOMMENDATIONS

It is recommaeanded that:

s. The Chief, Supply Diviaion, initiate a program, based on the submission of disposal
documentation by Agency installations, for maistaining a copsolidated central record
and preparing periodic analyses of property disposals Agency-wide.

€
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b. The Chief, Supply Division, develop and coordinate the p&ticatton of any Agency
regulatory and procedural Instruction changes which will facilitate the establish-
ment and continuation of the consolidated central record.

¢. ‘The Director of Logistics give consideration toward expanding the decentralized
eystem for authorizing disposals when experience with the consolidated central
record has proven that it will be an effective monitoring mechanism for disposals
Agency-wide,

8 Atts

The recommendations contained o paragraph 7 are approved.

Sirmod: fcor-o B, Mzloon o o oEp 1969
George E. Meloon Date
Director of Logistics
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